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PREFACE 


The attention of the world is again directed to Geneva, where, 
under the auspices of the League of Nations, the General Disarma- 
ment Conference renews the attempt to formulate a convention 
providing for the reduction and limitation of all national armaments. 
Failure to harmonize opposing views has thus far blocked any prog- 
ress. The first article in this document, by M. Politis, a member of 
the Comité du Centre Européen, Minister of Greece at Paris, and 
Vice-President of the Disarmament Conference, is a clear and suc- 
cinct analysis of the point of view of the French government,—a 
point of view which it is important that readers in other lands should 
understand. 

The short statement by Mr. Norman H. Davis, a Trustee of the 
Carnegie Endowment, and representative of the United States at 
the Disarmament Conference, is marked by that hopefulness in 
outlook which is the necessary complement of useful endeavor. 

Ina third article, Mr. Clarence K. Streit, Geneva correspondent of 
The New York Times, presents a vigorous and reasoned defense of 
the League of Nations which should go far toward dissipating the 
doubts and discouragements often felt and expressed concerning the 
League’s past accomplishments and future usefulness. 

NIcHOLAS MuRRAY BUTLER 
New York, February 9, 1934. 
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THE PROBLEM OF DISARMAMENT! 


By Nicovas S. Po.itis 


Minister of Greece at Paris and Vice-President 
of the Disarmament Conference 


For some two years the nations of the world have been deliberating 
at Geneva on the possibility of reducing their armaments. 

Because of the magnificent ideal of its program, this is perhaps the 
most imposing international assembly in all history. The spectacle 
which it offers today? is most dramatic. Planned to contribute toward 
the consolidation of world peace, there is danger that it may com- 
promise the maintenance of peace. Meanwhile, it must persevere, 
because its collapse might well be the announcement of a new war. 

If it were not common knowledge that the Disarmament Confer- 
ence is the result of innumerable diplomatic blunders during the 
past fifteen years, it might be said that it was convened under a cloud 
of fatality from which it is impotent to free itself. 

In order fully to understand the situation it is necessary to review 
the circumstances as the result of which the problem of disarmament 
has become the focus of international preoccupation. 


* * * 


At the end of the war, for the purpose of guaranteeing peace, the 
victorious nations decided to disarm the conquered nations. But, 
in order to show that this was in no way an arbitrary decision, they 
wished to justify it by saying, in the preamble of Part V of the Treaty 
of Versailles, and in the corresponding clauses of the other peace 
treaties, that the conquered nations pledged themselves “‘strictly’’ 
to observe their military status ‘‘in order to render possible the 
initiation of a general limitation of the armaments of all the nations.”’ 

This was in accordance with an Anglo-Saxon conception which 
might be called the vision of disarmament as creator of security. 
This is a deep-rooted conception but is absolutely false. For it is 
evident that, in order to induce nations to abandon war, it is not 
sufficient to deprive them of weapons known at the present time; it 


“é 


1 Reprinted from ‘‘Le probléme du désarmement,”’ L'Esprit International, Paris, Jan- 
uary, 1934. 
? Autumn, 1933. 
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is necessary for them to lose the habit of war, and to acquire th 
habit of settling their disputes by other than violent methods a 
good citizens do; until this habit is formed, other weapons will be| 
invented with which to continue to make war. 

France has consistently opposed to this conception another, the 
force of which lies in experience: nations can only disarm unde} 
conditions analogous to those which, within a nation, have mad 
possible the disarmament of the individual citizen, who has only 
consented to be disarmed when he no longer felt the need for weapons 
because guarantees of security had been created by social organiza. 
tion and individual defense by individual means could be dispensed | 


= 


— 


Se 


with. 

The necessity for conciliating these two conceptions brought} 
about a compromise: the Anglo-Saxon conception resulted in the 
preamble to Part V in the Treaty of Versailles and in the first phrase 
of Article 8 of the Covenant; the French conception resulted in the 
remainder of the text of Article 8. 

This state of affairs is of capital importance. It is stipulated 
there that the members of the League of Nations “recognize that the 
maintenance of peace requires the reduction of national armaments 
to the lowest point consistent with national safety and the enforce. 
ment by common action of international obligations. ”’ 

This signifies that the pledge to reduce armaments is limited in 
two ways: A nation is not obliged to reduce below the needs of 
national defense; but it is obliged not to reduce below the point 
requisite for the maintenance of peace through cooperative action 
against dangers which may threaten. 

Furthermore, in fixing reductions within these limits account 
must be taken of the geographical situation and the special conditions 
of each country. Hence the régime thus to be established is by no 
means to be permanent. At least every ten years a new survey 
should be made and eventually a revision. Therefore general dis- | 
armament cannot be the work of a single day. Progress will be by} 
successive stages. It cannot be otherwise because at each stage the 
reduction of armament must be proportionate to the degree ol 
security. In the measure that mutual confidence and progress it 
international organization develop there will be an increase of se 
curity, and it will be possible to realize a greater reduction and thus to 


— 


make a farther step toward total disarmament. 
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As one sees, according to Article 8 the idea of security plays an 
essential rdle. There is an incontestible and absolutely necessary 
connection between security and the obligation to reduce armaments. 

Thus comprehended, the system conceived in 1919 was perfectly 
logical. It consisted of two parts which, balancing each other, formed 
a coherent and practical whole: first the promise given to the con- 
quered countries, to put into effect generally the same disarmament 
as that which was imposed upon them if they strictly observed their 
obligations, and second the engagement made among themselves by 
the members of the League of Nations progressively to reduce their 
armaments in order to arrive by stages at the level fixed for the 
conquered nations. This reduction was to be measured by the in- 
crease of security which would be assured to them by the new inter- 
national organization which bears within itself the two elements, 
Article 10 of the Covenant which guarantees to each nation its 
territorial integrity against external aggression, and Article 16 which 
provides for a series of sanctions against an eventual aggressor. 

If these anticipations had been realized, if the conquered nations 
had observed strictly their obligations and if, on the other hand, 
experience had demonstrated the efficacy of the guarantees inscribed 
in Articles 10 and 16, the first stage on the road to disarmament 
might certainly have been accomplished without difficulty. 

Unfortunately, things have happened very differently; as time 
passed each of the bases of the system was seriously shaken; there has 
been a constantly increasing doubt both as to the strict observation 
of treaties by the conquered nations and as to the efficacy of the 
promised guarantees of security. The public mind has gradually 
become convinced thxt Germany and her former allies were sys- 
tematically rearming in silence. 

Meanwhile no one was willing to complain of this. No govern- 
ment has ever thought of demanding the exercise of the right of 
investigation which the treaties formally reserved to the League of 
Nations. There is only one plausible explanation for this peculiar 
attitude: the lack of accord among the interested powers who have 
always feared to use their right in order not to find themselves 
obliged to adopt energetic measures. Thus they have helped to 
create the impossible position in which they were inevitably to find 
themselves. For their obstinate silence has given rise to the official 
presumption that the terms of the treaties had been observed. The 
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conquered nations naturally have profited by this. Without eve§ ads 
being contradicted, they have consistently affirmed that they hayef can 
completely disarmed. They have been able resolutely to pose as} the 
plaintiffs complaining of the refusal of the conquerors to carry into! alli 
effect their engagements. The victorious nations have been obliged} creé 
to assume the ungrateful réle of the debtor who fails to pay his debt.) A 
Finally, they have been accused of bad faith. In international} Nat 
opinion there has grown up a distinctly unfavorable tendency of } dee 
thought against them. ) Cor 

The second piece of mechanism has proved equally weak. > limi 

In establishing the system of Article 8, the cooperation of all the} sect 


great victorious countries was taken for granted. But, from the) Itr 
beginning the cooperation of the United States was lacking. + but 

The absence of the United States not only meant a serious loss to} figu 
international organization, it paralyzed the League of Nations;{ gua 
against a disturber of the peace the League could not think of using } tees 
its economic weapon without the risk of a conflict with American | nati 
neutrality. The result was the weakening of Article 16, and thereby, } blac 
a diminution of the security which had been counted upon in order to | tend 
be able to apply Article 8. its r 

Therefore, there was a double and perfectly logical reason for} ally 
refusing to enter on the path of disarmament; first, the condition U; 
under which the promise had been made to Germany and her former | arm: 
allies had not been executed; second, the degree of security pre: | tact, 
supposed by Article 8 had not been achieved. But asa result of past} Bi 
policies neither of these reasons could usefully be invoked; it was | selle 
impossible to take exception to the rearmament of the conquered | pect 
nations because the legal means of proving it was in abeyance; it | Place 
was impossible to make use of the argument that security was } #fav! 


weakened, because the precaution had not been taken to convince | ther 
public opinion which, led astray by the vision of disarmament as | De | 
the creator of security, had a tendency to look upon that argument | eatin 
as an insincere pretext in order not to disarm. but, | 

For ten years, instead of emphasizing security, preference has been | Port, 
given to making every effort to restore to the Covenant of the League milit 
of Nations the effectiveness which the absence of the United States | their 
had caused it to lose. Though appreciable results were obtained | disar 
along this line through the Locarno Agreements, the Pact of Paris, | Th 
and the extension of obligatory arbitration, these results did not : an ag 
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advance sufficiently the solution of the problem of security which 
can only be solved by the pledge of military assistance bringing into 
the framework of the League of Nations the efficiency of ancient 
alliances. Nevertheless a certain amount of security had been 
created and the way blazed toward more complete progress in future. 

After Locarno and the entrance of Germany into the League of 
Nations, with reliance upon these evidences of progress it was 
deemed possible to set to work on preparation for the Disarmament 
Conference. It was a question of working out the plan for a pre- 
liminary agreement and of delving more deeply into the problem of 
security. Commenced in 1926 this work was completed in 1930.\ 
It resulted in an outline for an agreement, fixing certain principles, 
but with blank spaces which later should be filled in with exact 
figures of reductions. But nothing essential had been added to the 
guarantees of security. Meanwhile the need for additional guaran- 
tees had become more pressing. For, during that period, the inter- 
national situation had grown worse; the atmosphere was loaded with 
black clouds; confidence had given place to suspicion; nationalistic 
tendencies had become hysterical; the League of Nations had seen 
its repute diminished; in fine, faith in covenants and treaties gradu- 
ally had vanished. 

Under these conditions the idea of inviting nations to reduce their 
armaments, when everything engaged them to preserve them in- 
tact, might appear a challenge to simple common sense. 

But it became very difficult to postpone longer, as reason coun- 
selled, the meeting of the projected conference: world opinion ex- 
pected from it the greatest benefits; therefore governments were 
placed in an agonizing dilemma: disarmament or anarchy, the 


ty was | gravity of which dilemma has since then continually increased. If 


the reform so widely advertised was not speedily put into effect no 
one doubted that Germany, in spite of everything, would resume 
entire liberty of armament and would find before her no obstacle, 
but, on the contrary would gain the tolerance, even the moral sup- 
port, of world opinion, set astray to the point of charging with 
militarism and imperialism those nations which, convinced that 
their security was menaced, did not show sufficient eagerness to 


tained | disarm. 


Paris, | 


id not 


The hope had been cherished that the Conference could reach 
an agreement on the basis of the 1930 outline, in which, if certain 
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reductions were expected of the victorious countries, it was indicated 
that the armaments of the conquered nations would remain at the 
level fixed by the peace treaties. 

Warning, however, was given that those nations would refuse 
longer to undergo the régime imposed upon them after their defeat, 
At the end of the work of the committee in charge of preparation for 
the Conference, Count Bernstorff, on behalf of Germany had ex. 
pressed himself on that point with brutal frankness. He had said 
that he would not hesitate to explain once more the reasons for such 
a refusal. He implied a threat which, on reflection, he caused to be 
suppressed in the official reports: to his adversaries he gave rendez- 
vous at the Conference, which, for his country, would be the plain 
of Phillipi, meaning by that that Germany intended to make the 
Conference the decisive battlefield. 

The warning was clear and threatening. It was not believed that 
it should be taken seriously. Doubtless it was felt that no power 
could withstand the current of international opinion which was 
urging the nations, in spite of themselves, to reunite at Geneva, 

The Conference was inaugurated on February 2, 1932. Its open- 
ing awakened an immense hope throughout the world. From all the 
corners of the earth came to Geneva innumerable petitions bearing 
millions of signatures. In lyric terms they expressed the wishes of 
the people for a substantial and prompt reduction of armament. 
Many delegations were sent to present them to the Conference. 
To receive them a spe;ial session was necessary, in the course of 
which long speeches were heard and an endless procession was 
witnessed. 

But behind that setting, as discussions progressed, the greater 
part of the governments began to be seriously disturbed. They had 
promised a great reform which, under the conditions, could not be 
realized. But afraid to admit this, they tried to gain time in the 
hope that some unforeseen happening would relieve them from 
embarrassment. Meanwhile their dilatory attitude gave to the 
petitioners reason to complain, to pose as victims and to increase 
their demands. 

At the beginning two serious questions were proposed which 
developed into the stumbling block of the Conference: the question 
of equality of rights and the question of guarantees of security. 

Equality of rights is the well known Gleichberechtigung. For 
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Germany it signifies the abrogation of the military, naval, and 
aerial clauses of the Treaty of Versailles and the substitution for 
them of an agreement consented to voluntarily. If that agreement 
was to be limited in substance to the stipulations of Versailles, it was 
a question only of purely juridical equality. 

Legally there is no ground for the demand for equality. But on 
the ground of international comity Germany at once appeared fully 
justified to the great majority of the Conference, for, according to 
her, it is inconceivable that a nation should remain bound indefi- 
nitely by a régime imposed after an unsuccessful war. Fortified 
by that support Germany soon was no longer satisfied with juridical 
equality. She claimed equality in fact, either by the reduction of 
the armaments of the other nations to the official level of her own, 
or by the increase of her armaments to the level of theirs. If, in a 
first stage, the other nations should proceed to substantial reduc- 
tions, the least that would satisfy her during that period was to be 
permitted limited quantities of those forms of armament now 
actually forbidden to her which the other nations would be authorized 
to retain. ; 

As for the question of security, this consists in supplementing 
existing guarantees with complementary guarantees, adequate to 
deal with the risks implicit in the reductions planned. They ought 
to be all the more important, since, in the intoxication of her tri- 
umphant nationalism, Germany creates by her attitude new and 
imminent dangers to peace. In fact it kas become increasingly 
evident that what Germany is seeking by what she calls the equal 
distribution of forces is the possibility to put in action a dynamic 
policy with a view to the revision of the territorial clauses of the 
treaties. According to established law as well as to common sense 
such revision can be obtained, except by war, only by the free con- 
sent of the interested parties. But as she knows that this consent 
will not easily be given Germany wishes to have the means to extort 
it from her adversaries, by constant intimidation which will be 
possible only when her armaments are at least equal to theirs. 

Such is the true aspect of the problem of disarmament. The two 
questions which dominate it are equally grave, complex, difficult. 
In addition they are absolutely interdependent. One cannot be 
solved without the other. Over them the Conference has constantly 
stumbled—at first in silence, then with open mutterings, and finally 
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in uproar. Every time the Conference has attacked them or tried 
to side-step them the effort has been balked and a crisis occasioned, 
And every time, in spite of all precautions, disaster resulted. j 

After a general discussion, during which a great number of pro-| 
posals were presented, the conference drew up a list of the items of | 
work to be undertaken in which naturally the two burning questions 
of equality and security figured. The items were divided among | 
number of committees the most important of which was the so-called} 
General Committee. Before that committee occurred the most | 
interesting discussions. 

The Conference also established an adequate Bureau (or steering 
committee) the duty of which was to prepare and coordinate all the} 
work. | 

The real work of the Conference began after Easter in 1932 
Since then it has passed through a series of phases which should be} 
summed up in order to make clear how the present inextricable 


complications have arisen. 


At the end of April, 1932, the consideration of the first section of} 
the agenda of the conference was completed with three resolutions. 
One recorded that the conditions of Article 8 of the Covenant should 
be applied in order to determine the criteria for reduction and 
limitation of armament. Another noted that the anticipated redue- 
tions ought to be made effective in successive steps at appropriate 
intervals after a first decisive step of general armament reduction 
to a level as low as possible. The third however was by far the} 


oe 


most important. In this was accepted the theory of qualitative 


disarmament, that is to say the distinction, among the various types 


of armament, of those of a more particularly aggressive character 
the retention of which should be either forbidden or internationalized. | 


Since that time qualitative disarmament has become one of the great 
principles of the Conference. 

Some people think it absurd to attempt to distinguish, among the 
different types of armament, those which are offensive while others 
are only defensive. They claim that every weapon may be either} 
the one or the other according to the use made of it. It may serve} 


to destroy fortifications and then to invade a frontier. But it 3 
° ° e sad 
also indispensable to dislodge the enemy after he has occupied 
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territory and entrenched himself there. If in the first case it is offen- 
sive, in the second it is defensive. 

Other people, on the contrary, consider that the distinction is 
essential, for if the most powerful weapons were suppressed, frontiers 
would be absolutely inviolable. Invasion of territory would then 
become practically impossible; danger of aggression thus diminished, 
if not eliminated, peace would be assured. This opinion has spread 
so widely that it has become an axiom with not the slightest chance 
of refutation. It has grown out of the action in 1919 when it was 
determined to disarm Germany by prohibition of the possession of 
certain weapons, considered to be particularly dangerous to the 
security of other nations. 

The Treaty of Versailles itself established the distinction between 
offensive and defensive weapons and thus proclaimed the advantages 
of qualitative disarmament. Germany has taken advantage of this 
thesis. She has constantly repeated to her adversaries that they 
could not deny the usefulness of the distinction because they them- 
selves invented it. This argument has appeared irrefutable to the 
vast majority of the Conference. 

Nevertheless it is true that qualitative disarmament has vital 
significance for certain countries, whose incontestable military 
superiority depends precisely upon the possession of large stocks of 
so-called offensive weapons. That is why the acceptance by France 
of the principle of qualitative disarmament has been accompanied 
by two reservations; first, that the principle shall not prejudice 
discussions relative to security; second, that qualitative disarmament 
does not necessarily imply the destruction of the forbidden weapons; 
it would be more practical to retain them in order to place them at 
the disposal of the League of Nations in case of need. 

But these reservations were restrictions too weak to stop the 
impetuous progress of the principle. Then the Conference began 
to study what weapons ought to be considered offensive and what 
would be the exact implication of their prohibition. But it was 
impotent to settle these questions. 

The situation was hopeless and the first crisis occurred. 

President Hoover took advantage of this opportunity to give out 
anew oracle. He proposed a 30 per cent reduction of all types of 
armament. The President’s message was well received because of 
the desire not to irritate the United States government which one 
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wished to ingratiate because of its double quality as large creditor 
and as indispensable factor in the organization of peace. But care 
was taken to avoid practical consequences. For face saving purposes 
the representatives of the principal powers drew up a form of resolu- 
tion and caused it to be adopted by the General Committee on 
July 23, 1932. This resolution stated that a substantial reduction 
of all armaments should be effected and that one of the essential goals 
to attain was the reduction of the means of aggression. 

Aerial bombardment was condemned provided agreement could 
be reached as to measures ensuring the effective observance of the 
prohibition. The principle of quantitative and qualitative limitation 
of land artillery was accepted on condition that an effective method 
be established to prevent the rapid transformation of fixed artillery 
into mobile artillery and on the condition that the figures of limita- 
tion and of caliber maximum be determined. It was decided to 
establish the Permanent Committee of Disarmament anticipated 
in the outline of 1930 and to study the possible extension of its 
powers in order to permit effective application of the agreement. 
Finally, the program for later work was settled. 

Altogether the resolution was quite colorless; everything in it 
was accompanied by reservations or subordinated to conditions, 
But, as in the resolutions which had preceded or were to follow it, 
reservations and conditions proved of small consequence; the prin- 
ciple remained admitted on each occasion. 

Three concepts emerged from the resolution of July 23, 1932: pro- 
hibition of aerial bombardment; quantitative and qualitative limita- 
tion of land artillery; establishment of permanent international 
control. 

The two burning questions, that of equality and that of security 
were not even mentioned. 

There was only a discreet allusion to these two questions in the 
statement that the agreement reached had been decided upon “ with- 
out prejudice to more extensive agreements later.’’ It was added 
that the resolution in no way prejudiced the attitude of the Confer- 
ence with regard to proposals ‘‘of a political nature”’ presented by 
various delegations. 

Such discretion on the subject of equality of rights was highly 
objectionable to Germany, which, not content merely to refuse to 
accept the resolution, preferred to quit the Conference as an act 


of public protest. 
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In the following summer the German government addressed to the 
principal powers a note in which the question of equality was frankly 
set forth. The British government replied that the proper procedure 
was to recognize Germany’s juridical equality and at the same time 
substantially to reduce the armaments of the other nations. 

In France there arose a strong current of opinion against reduc- 
tion. But for fear of having to assume responsibility for the eventual 
breakdown of the Conference, the French government avoided 
making a brusque decision. It preferred to subordinate all reduction 
to a serious organization of peace. 


* * * 


In October, 1932, the Conference resumed work but could make 
no progress in the absence of Germany. Then the French govern- 
ment presented its constructive plan in which it offered to admit the 
principle of juridical equality contingent upon an organization able 
to assure security to all. The effect of this was to reverse the order 
of responsibilities for the success or failure of the Conference, be- 
cause the good faith of France became apparent to all. 

This gesture obliged the Anglo-Saxon powers to exert pressure on 
Germany with a view to a preliminary understanding of a character 
to induce her to return to the Conference. On December 11, with 
some difficulty an understanding was reached on the following 
bases: recognition of equality in a régime of general security; re- 
affirmation of the pledge of the Pact of Paris not to resort to force 
in any event; substantial reduction of armaments in a first step to 
be followed by others. 

The solidarity of equality and security was recognized for the 
first time. But actually this was the death blow to the military 
clauses of the Treaty of Versailles. 

The Conference recorded this agreement and adjourned over the 
year-end holidays. 

When the Conference reconvened in February, 1933, the French 
plan was discussed. M. Paul-Boncour and all the friends of France 
advocated it warmly. At the end of his speech, the French repre- 
sentative uttered a forceful warning. He said “the time has come 


to choose.”” But from that moment Germany and Italy offered 
stubborn opposition to all organization of peace on the French 
concepts. 


In order to preserve an equal balance between disarmament and 
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security the Conference arranged for parallel discussion of these sub- 
jects in two committees; the Political Committee and the General 
Committee. The result of the examination by the Political Com- 
mittee was to refer the French plan and various other projects toa 
special committee which should report later to the Conference exact 
texts on the definition of aggression as well as on the organization of a 
European system of mutual assistance. 

The examination of the General Committee first took up the ques- 
tion of effectives and particularly the French proposal to make 
uniform the continental European armies, according to a type of 
army with short term enlistment and with reduced effectives. Prac- 
tically this signifies the suppression of professional armies, like the 
Reichswehr, and the substitution for them of armies of militia or, to 
speak accurately, defensive armies. The debate was started bril- 
liantly by M. Pierre Cot and met the bitter opposition of Germany. 

Again the Conference was dead-locked. It was a favorable mo- 
ment to record these irreconcilable differences of opinion and to put 
an end to these discussions which for the future must be sterile. 
Once more France chose to be patient. 

Nevertheless the check to the Conference was obvious. The 
English ministers were extremely disturbed by this. They went to 
Geneva, resolved to spare no effort to save the Conference and to 
throw the responsibility for its eventual breakdown squarely on the 
final trouble maker. After four days of useless negotiations the 
British government decided to propose a plan for an agreement 
representing the mean between the opposed theses. Prime Minister 
MacDonald explained the economy of this plan and recommended 
it to the Conference in a memorable address which brought to mind 
in turn the judgment of Solomon and the Sermon on the Mount. 
The British project was immediately accepted as a basis for discus- 
sion, a fact which had little significance. And after that beautiful 
effort the Conference adjourned for the Easter holidays. 


* * * 


For the governments these holidays were not a period of rest. 
During that period was launched Mr. Ramsay MacDonald's project 
for the Club for Peace, soon transformed by M. Mussolini into the 
famous Four Power Pact which produced so many disquietudes and 
awakened so many hopes. It was in this same epoch that Mr. Mac- 
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Donald and M. Edouard Herriot had conversations at Washington 
with President Roosevelt, which were materially to influence the 
attitude of the United States at Geneva. 

On April 25 the Conference resumed its labors in a highly electric 
atmosphere. The international situation was aggravated. All 
minds were perturbed. Germany’s stubborn, resentful, and threat- 
ening attitude had aroused the opinion of the civilized world against 
her. 

The Conference was going to commence the discussion with a first 
reading of the British project. At the request of the United States, 
examination of the chapter on security was postponed and a begin- 
ning was made with the chapter on effectives during which, by a 
series of amendments, Germany indicated her intention to rearm. 
This only increased suspicion toward her. France, until she could 
know what to rely upon as regards German resistance to army trans- 
formation, refused to pass on to the chapter on munitions, in which 
she was called upon to make the greatest sacrifice. 

The debate was suspended to await the address which Chancellor 
Hitler was to deliver May 17 before the Reichstag, specially con- 
voked to hear it. 

Just before that date President Roosevelt addressed a sensational 
message to the heads of the nations represented at the Conference. 
This was a sharp warning to Germany who was informed that no 
reaarmament would be permitted her. It was also the announce- 
ment of a new orientation of the foreign policy of the United States. 
After fourteen years of isolation which has been at the root of the 
economic, monetary, and political complications from which the 
world suffers at the present, the United States had decided to resume 
their collaboration with the other nations and to bring their contribu- 
tion to the organization of peace. This was an historic event of the 
highest importance. Justly has President Roosevelt’s message 
been compared to the preamble of the Declaration of Independence 
of the United States, inscribed at its beginning by Jefferson, one 
hundred and fifty years ago. 

Chancellor Hitler took this into consideration. To his address 
of May 17 he gave a moderate and conciliatory tone in strong con- 
trast to the incendiary words uttered some weeks earlier by many of 
his collaborators. 

The result of this was that the German delegation declared to the 
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Conference that it withdrew its opposition to the transformation of 
the Reichswehr and that it accepted the British project as the basisfor; 


I 
the future agreement. ‘ 
Then the Conference took up again the first reading of the various § 
chapters of the British project, on many points of which real progress | h 


was made. This was particularly the case in the matter of security} 5j 
The new attitude of the United States made it possible to reach an | n 
agreement in principle on the prohibition of recourse to any form or | ti 
force in all cases,—on the definition of aggression and especially} (¢ 
on a practical system of permanent international control. f a 

On June 9, when the discussion in first reading of the British | at 
project was finished, the Conference decided to consider it as a basis | 
for future agreement, subject to study of the amendments presented} ( 
and to be presented. With this limitation the decision had practically} 
no value. Nevertheless the principal powers had advocated th! p 
decision in the thought that it might exert a favorable influenceon| 4 
public opinion on the verge of the convening at London of the World tc 
Economic and Monetary Conference. 

Because of the London meeting, the Conference adjourned for some} 
weeks in the course of which it was thought that in London Mr} B 
Henderson could come to an understanding with the principal} jp 
representatives of the powers with regard to the progress of later work} m 
at Geneva. The most optimistic hoped that at the end of July the} — ¢ 
Conference could finish the definitive draft of the agreement, the 
solemn signing of which they looked forward to in the course of the W 
September session of the Assembly of the League of Nations. pc 

However there was no basis for so much optimism. The first gC 
reading of the project had brought out the most profound differences} —_ g¢ 
of opinion on the essential points. This was particularly true with 
regard to reduction of munitions. In the case of naval matters the} of 
new arrangements had to be brought into agreement with the treaties 
of Washington and London which are to expire in 1936. In the case} It 
of aviation, armament reduction was conditioned upon the organiza-| cl 
tion of a special control over civil aviation in order to prevent its Gr 


ese 


So 
—— 


transformation into military aviation. In the case of land munitions 
a very serious problem existed for certain countries and particularly 
for France. It was demanded of them that, within five years, they | 

should destroy their mobile artillery of caliber greater than 155) th 
millimeters and their tanks larger than 10 tons, after which they! re; 
would be on an equality with Germany as regards these weapons. mi 
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Moreover this equality would be only theoretical: in fact the 
situation would be reversed to Germany’s advantage because of her 
superiority in war potential. 

It was then certain that France could never agree to destroy her 
heavy munitions without obtaining adequate guarantees against the 
risk to which she would be exposed. Such serious difficulties would 
not be solved in a few days. Moreover Mr. Henderson was unable 
to arrange any useful conversation at London. He returned to 
Geneva sooner than he had expected. On June 29 he obtained the 
adjournment of the Conference until the middle of October and 
agreed to carry on his negotiations with the powers. 

To many people this new adjournment masked the failure of the 
Conference. But there was still reason to hope for an agreement 
because of the fear of seeing the Four Power Pact put into action. 
Powerful efforts were made to bring about an agreement. Mr. 
Henderson visited the principal continental capitals and did his best 
to reconcile the various points of view. 

On their side the powers carried on active negotiations. At the 
end of September there was established between France and Great 
Britain an agreement to which the United States and Italy adhered 
in principle. It was expected that the British project would be 
modified so as to give to France the guarantees of security which she 
considered indispensable. 

At the beginning of October the German Ambassador at London 
was informed of the bases upon which, in the opinion of the other 
powers, the Conference could arrive at an agreement. But his 
government did not appear disposed to enter on that path. That 
government was determined to see immediate armament reduction 
in the most heavily armed countries as well as to have recognition 
of its own right to possess, at least in limited quantity, those types 
of weapons now forbidden to it and yet permitted to the other nations. 
Its claims struck squarely against the rule of no re-armament pro- 
claimed by President Roosevelt’s message to which France and 
Great Britain were resolutely attached. 


* * * 


When the Bureau of the Conference met on October 9 to examine 
the method of work to be followed, it became evident that the second 
reading of the British project could not be thought of before a 
minimum of agreement had been reached between Germany and the 











other powers. In order that an effort in that direction might be made 
the Bureau adjourned to October 14. 

Negotiations took place at Geneva. Probably in the end Germany 
would have accepted, at least in principle, the bases agreed to among 


the powers, if the latter’s front had been solid and complete. But 


this was not the fact. There was important difference of opinion on 


two points: the sanctions of control in case of violation of the agree. | 


ments; the attitude to be taken toward Germany if she refused to ac. 
cept the bases offered. Doubtless the German government persisted 
in its obstinacy because it perceived these differences of opinion. 

To break this deadlock it appeared necessary formally to state 


the difficulty to the Conference and to enter into a debate of a | 


character which should permit each speaker to assume responsibility 
before public opinion. 

At the meeting of the Bureau on October 14, Sir John Simon, at 
Mr. Henderson’s invitation, reported the results of the negotiations 
carried on among the powers: it was noted that the British project 
needed some modifications on account of the situation which had 
been created in Europe; the time during which the agreement would 
be in force was to be increased from five years to eight years and 
divided into two equal periods; during the first period the control 
would be organized, the different types of armies would be pro- 
gressively transformed into armies of short term service, excluding 
quasi-military organizations, and the nations now unrestricted 
should agree among themselves not to manufacture new heavy 
munitions; then, the control shown to be efficient, the second period 
would commence, in the course of which the countries most heavily 
armed would proceed to the progressive destruction of munitions 
thereafter forbidden, while those countries whose status was fixed 
by the peace treaties would not be authorized to increase their 
armaments; thus, by successive steps, at the end of the eighth year, 
the two conditions of the problem, substantial reductions and 
equality in a régime of security, would be satisfied. 

This program received immediately the approval of the representa- 
tives of the United States, of France, and of various other countries. 
The acceptance of Italy was accompanied by a reservation: she said 
she was ready to join her efforts to those of the other powers along 
the stated lines but at the same time she expressed the hope that all 
the delegations would find therein a positive basis for future work. 
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As for the German delegate, he confined himself to a reminder that 
the attitude of his country was defined by two claims: real and 
substantial disarmament of the most heavily armed countries; the 
immediate practical application of equality of status, leaving only 
the question of quantity of each category of weapons open for negotia- 
tion. In that spirit he had taken note of Sir John Simon’s report 
which he would hasten to bring to the attention of his government. 

The Bureau tacitly approved the British statement and decided to 
transmit it for discussion to the General Committee which was to 
meet two days later. 

That meeting appears to have been satisfactory: the solidarity of 
the western powers was clearly confirmed and Italy had been disposed 
to concur therein. The attitude which Germany would take before 
the General Committee was then awaited with interest. 

But an hour later, like a thunderbolt the news arrived at Geneva 
that Germany had decided to withdraw from the Conference and 
from the League of Nations. Soon the news was confirmed by a 
despatch from Herr von Neurath to Mr. Henderson in which it 
was stated that the agreement proposed by the powers prevented 
any real disarmament, that the failure of the Conference was due to 
the most heavily armed countries which were unwilling to fulfill 
their promises and that, therefore, the realization of equality prom- 
ised to Germany had become impossible. 

It was generally thought that the German decision had been 
prepared long before. Up to the last moment the German govern- 
ment had hoped that the solid front of the powers would not be 
maintained; the meeting of the Bureau had disappointed this hope; 
the German government hastened to announce the decision to 
withdraw which it had ready, in order to prevent discussion later, 
when its isolation would be publicly known. 

At bottom, no one was surprised. The reasons which had guided 
Germany’s conduct were evident: the Hitler régime could not 
accept, together with the transformation of the Reichswehr, sup- 
pression of the quasi-military organizations on which its power 
rested ; furthermore, immediate permission to possess those forbidden 
weapons, which in fact it already possessed, was absolutely neces- 
sary, because the first application of armament control would 
establish the fact that the German government had not observed 
all the armament conditions imposed by the Treaty of Versailles. 
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No other explanation can be given of Germany’s insistence that 
the practical application of equality be granted immediately. The 
point of honor which was put forward cannot be justified because 
the program announced by Sir John Simon made ample provision 
in regard to that. In this program a two-fold satisfaction was ren- 
dered to Germany: the immediate cessation of armament by her 
adversaries and a substantial reduction thereof after a period of 
trial, the duration of which might be shortened by later negotiations; 
the certainty, after eight years at the latest, of the most complete 
and effective achievement of that equality so much desired. Ger- 
many well understood that equality signified for her an incontestable 
superiority, as brought out above. From the first moment Ger- 
many’s decision received severe comment; it caused great confusion, 

The General Committee met on October 16. Informed of the 
despatch from Herr von Neurath and of the proposed reply to be 
made in the name of the Conference by Mr. Henderson, the General 
Committee recorded Sir John Simon’s report to the Bureau and 
decided to adjourn, so that the powers might study the situation. 

At the next meeting on October 26, although the General Com- 
mittee was unanimous as to the timeliness of the continuance of the 
work of the Conference, it was unable precisely to state the objec- 
tives to be sought. On this point the greatest confusion of thought 
prevailed. Some considered that an effort should be made to for- 
mulate an agreement, which should then be offered to Germany 
for acceptance, which could not be refused without the assumption 
by Germany of overwhelming responsibility before world opinion. 
But others objected that this method could not be decided upon 
without first reaching an agreement as to the attitude to be adopted 
in case of refusal by Germany; otherwise the agreement formulated 
in the absence of a German representative would have value only 
as a basis for later negotiations, the inevitable result of which would 
be new concessions in favor of Germany. 

The General Committee escaped from its embarrassment by 
confiding to the Bureau the study of the situation with a view to 
submitting proposals to the General Committee at its next meeting 
set for December 4. 

In its turn the Bureau adjourned in order to give the principal 
powers time for further reflection. 

At its next meeting, November g, in the uncertainty caused by 
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the approaching plebiscite of November 12, which was to bring the 
practically unanimous approval by the German people of the policy 
of the Reich government, it was considered wise to prepare for the 
discussion of the British project in second reading on the chance 
that, in the meantime, an eventual accord among the powers would 
make such discussion possible. This might gain time at least. Con- 
sequently, on December 11, it was decided to establish two sub- 
committees to study the amendments presented to those chapters 
of the British project which related to effectives and to control. 
It was also decided to entrust to six of the' Bureau the task of smooth- 
ing out by negotiations with the most interested delegations the 
difficulties arising from other chapters of the project. 

Italy and Great Britain took so little interest in this procedure 
that they left no political representative at Geneva. 

The sub-committees were obliged to limit their work to purely 
technical matters and the six members of the Bureau found it 
impossible to carry out their mission. 

Mr. Henderson threatened to resign and addressed a circular 
letter to the members of the Conference to inform them that the 
six members could not make their reports until they could get in 
contact with the heads of the delegations. 

This double warning resulted in decision by the British Cabinet to 
send to Geneva two of its members for the purpose of reaching an 
agreement with the French foreign minister and with the repre- 
sentatives of the United States and of Italy as to the continuance 
or the final adjournment of the Conference. After some days of 
discussion an understanding was reached which was ratified by the 
Bureau on November 22: the sub-committees, established Novem- 
ber 11, should carry on their labors in principle; the General 
Committee should reconvene by January 21 at the latest; in the 
meantime, the principal powers should endeavor to find a basis 
of agreement in consideration of the new situation. 


* * * 


Thanks to the insistence of the French government the Conference 
still lives but its fate remains uncertain. That will depend upon 
the result of the negotiations which have recently been begun among 
the principal powers. For the moment these negotiations are being 
conducted through diplomatic channels. But, if the effort of the 
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chanceleries results in smoothing matters out it is not impossible 
that the negotiations may end in a conference. As to the result of 
these negotiations no prediction is possible now. It is certain that 
the British and Italian governments will exert all their influence to 
ensure success. 

3ut the difficulties to be overcome seem to be insurmountable. 

Agreement on the bases reported October 14 by Sir John Simon 
cannot be realized in future. Having emphatically rejected them, 
Germany will not be willing to accept these bases in their original 
form. In one shape or another, Germany will insist upon the 
immediate application of the principle of equality of rights; the 
demand will be reiterated for what has been called ‘sample stocks” 
(that is to say possession in quantities to be decided by negotiation) 
of those forms of armament which now are forbidden to her and 
authorized to the other countries. 

This would amount to the concession of at least partial rearma- 
ment which, up to October 14, was refused Germany by Great Britain 
and the United States in accord with France. But since then the 
Anglo-Saxon powers have turned toward the Italian point of view. 
Italy has always favored the concession to Germany of possession 
of “‘sample stocks,’’ on the ground that such stocks already exist 
in Germany and no government now appears disposed to use force, 
which would be the only way to deprive Germany of them. 

Meanwhile France and her friends are determined to oppose this 
concession. Will they wish to persist in this determination, to pre- 
serve their forces intact, to organize their defense solidly, to strength- 
en and if possible extend the circle of their alliances and then cynically 
to await the unfolding of events? Or on the contrary, will they 
prefer to negotiate in order to obtain those complementary guarantees 
of security, in some such form as a European pact for pacific proce- 
dure in the settlement of all disputes with a pledge of mutual assist- 
ance—these guarantees to be the quid pro quo for the concessions to 
be granted to Germany and thus, with the setting to work of a gen- 
eral system of control, to facilitate the conclusion of an agreement 
which would permit the preservation of collaboration with the other 
powers within the framework of an international organization? 

That is the secret of the future. Either of these policies can be 
defended. Both involve very serious risks. It is the duty of respon- 
sible governments resolutely to choose between them and that with- 
out too much delay. What must absolutely be excluded is hesitation 
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vacillation, or the passage of time without definite decision. Under 
present conditions the worst of policies is to have none. 

From now on it is foolish, if a decision is to be reached, to linger 
over the past, to indulge in recrimination about what has or has not 
been done, to lament over bad manners, failure to respect the given 
word, and the breakdown of international law; in fine to attempt to 
ascertain on whom, at home or abroad, on what party or on what 
country lie the greatest responsibilities for the misfortunes with 
which the world has been struck. 

That would serve no purpose. The situation is what itis. Peace 
is compromised. Our civilization is in danger. Our old world is 
moving towardsits ruin. Those who do not believe in fatality should 
ask themselves how the current that is bearing Europe to catastrophe 
can be turned back. 

If catastrophe comes, let them not cherish the illusion that they 
can limit it or escape its consequences. It will be general or it will 
not be at all. It will spare no country; all of them will be van- 
quished. There is only one solution. That is to bar as soon as pos- 
sible the road to the war which is on the way. 

Let us look at things as they are. The problem of disarmament 
is now radically different from that same problem as defined in the 
peace treaties. As so defined it is insoluble. The conditions antici- 
pated for its solution have not been realized: disarmament of the 
conquered countries has not been observed either “‘strictly’’ or 
otherwise; guarantees of security have never had the effectiveness 
that had been counted on and they are greatly weakened because 
the organization intended to assure them, already shaken by the 
absence of the United States, has been deserted by Japan and then 
by Germany. 

Juridically, the promise contained in the preamble to Part V of 
the Treaty of Versailles is no longer binding; the pledge assumed by 
virtue of Article 8 of the Covenant has ceased to be valid. If in 1932 
one was justified in opposing the reconvening of the Conference of 
Geneva, today one has far better authority to demand its dissolution. 

But if the juridical aspect of the problem has disappeared, the 
political aspect remains. From now on the question is to know, not 
if it is necessary to enter on the path of disarmament, but only if and 
under what conditions it is appropriate to do it in order to safeguard 
peace. 

The dissolution of the Conference of Geneva would not suppress 
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the problem of disarmament. That would survive. It would con. 
tinue to solicit the attention of governments with an even greater 
force because the breakdown of the Conference would add to general 
disquiet. Only, because of that, its solution would become infinitely 
more difficult. 

That is why we should hope that the present negotiations will end 
in an agreement. 

That is possible if the negotiations result in the reestablishment of 
a certain degree of confidence among the powers. Under present 
circumstances such great difficulties appear that to express hope 
lays one open to the charge of naiveté. 

But it is never forbidden to hope. 
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THE AMERICAN PEOPLE WANT PEACE! 
By NorMAN H. Davis 


This age in which we are living is more remarkable and more 
interesting in many respects than any preceding period of history. 
Never before has there been such progress in science and industry, 
such a vast increase in material wealth, or such a high level of general 
education. And yet, in spite of this, the world is today in an ex- 
ceedingly unsettled condition economically, socially, psychologically, 
and politically. The depression, which began over three years ago, 
and from which there are now promising evidences of recovery, was 
international in origin and no nation escaped from its effects. It 
brought home to us the fact that the nations have become so inter- 
dependent that what happens in one or more countries affects the 
others. Since many of the troubles in various nations today are 
mainly international in origin and scope, and since the interdepend- 
ence of nations has become so complete that isolation is no longer 
possible or desirable, it is somewhat difficult to account for the wave 
of intense nationalism that has been sweeping the world. 

Fear is, of course, the chief cause of extreme nationalism and the 
chief obstacle to a solution of some of the difficulties that now con- 
front us. All nations are seeking security, not only of life but of 
livelihood. Asa result there is a growing tendency on the part of 
every country to divorce itself from external ties and influences and 
to seek its salvation independently of its neighbors if not, indeed, at 
their expense. If this tendency continues to grow as at present, it 
will, I fear, not only create new problems but make more difficult 
the solution of some of the old ones. 

In facing the situation that exists today, it does us no good to look 
back regretfully and long for the good old days. The development 
of communication, of trade, and of means of attack on land, on sea, 
under the sea, and from the air, has changed our environment. We 
are on this earth today. Our children will be on it tomorrow. What 
can we do to make our lot and theirs safer and happier than that of 
the generation which knew the horrors of the Great War? 

Of one thing we may be certain. The American people want peace. 


‘Reprinted by permission from Foreign Affairs (Special Supplement), Vol. 12, No. 2. 
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They do not want to be drawn into another war and they are opposed 
to any agreements which would commit them to go to war. How 
best to avoid war is not, however, such a simple matter. We may 
recall that the United States did not have any entangling alliances 
or commitments with any European power in 1914, and I trust we 
never will have any such entanglements. Nevertheless, our freedom 
from any commitments and our effort to maintain a position of 
neutrality did not prevent us from being forced in 1917 to abandon 
neutrality and enter the war that was then raging in Europe. 

The fact that we were drawn into the World War, although we 
had no entangling alliances and although we had proclaimed our 
neutrality, must be kept in the forefront of our minds in considering 
our present policy in the light of past experience and in the light of 
changed physical conditions. 

In my opinion it should be possible for the United States, which 
has a vital interest in world peace and stability, to cooperate in an 
endeavor to promote peace and solve such questions of international 
concern as can only be dealt with effectively by concerted effort, 
and to do this without sacrificing our independence of judgment 
and our freedom of action. 

Within the modest limits of my ability I have been endeavoring, 
in furtherance of the aims of the President, to help mitigate prevail- 
ing fears and to find more rational ways of promoting security than 
by piling up aggressive armaments, which create political tension 
between neighboring nations and impose an undue burden on world 
economy. I continue to hope that definite progress can be made. 
Indeed, the growing pressure of nationalism has begun to force the 
issue in making plain to the peoples most vitally concerned the 
alternatives which they face of either preparing to destroy each other 
by conflict or of endeavoring to save themselves by cooperation. 
I agree wholeheartedly with President Roosevelt that the vast 
majority of the peoples are in favor of disarmament and a peaceful 
settlement of international controversies. It is for the statesmen 
to find the means of giving effect to the will of mankind. 
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THE LEAGUE’S DEFENDERS MAKE ANSWER! 
By CLARENCE K. STREIT 


Once more savage attacks are being made against the League 
of Nations, and not only by such “hereditary ’”’ enemies as Chancellor 
Hitler, Premier Mussolini and our irreconcilables. In unexpected 
quarters one finds such comments as this on Germany’s withdrawal: 

“T think this was unavoidable and the only reasonable thing to 
do. You see, the Society of Nations is nothing else but an organiza- 
tion in charge of maintaining Germany in the lowest position.”’ 

These attacks—and the failure “of the League”’ in the Manchu- 
rian, economic and disarmament problems, which they feed upon— 
seem to have shaken many of its friends. Influential leaders of 
American opinion, forsaking, apparently, the struggle to prevent 
war as a ‘‘dream”’ of fifteen years ago, toy now with the idea of trying 
to localize war through a common neutrality policy by the United 
States and Britain. Only a few of those who believe in the League 
seem to have been aroused by these attacks to redouble their efforts. 

So it is outside Geneva. In Geneva it is different. Geneva had 
its moment of panic in the Fall of 1931. The failure of the British, 
French and American democracies that founded the League and the 
peace pact to live up to their obligations in the Japanese test ap- 
palled many who had grown up with the League. It seemed to them 
that their world was crashing down. Now, with Japan and Ger- 
many out and Italy threatening to go, there is no such alarm. 

Those who have been growing up with the League have seen it 
recently survive neglect by Britain and France just as it survived the 
blow it got at birth from the other democracy on which it had counted 
for some consideration—and which since 1920 has been steadily 
showing more regard for it. They cannot then take tragically the 
blows the League receives from States to which it never owed a 
thing, from autocratic governments which train their children from 
kindergarten to the cannon. They never expected the type of 
government that treated treaties as scraps of paper and deserted its 
allies for thirty pieces of soil to try now to strengthen treaty obliga- 
tions to keep the peace. They do not expect love for the League 


ae 


1 Reprinted by permission from The New York Times Magazine, January 14, 1934. 
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from the very type of militaristically minded absolutism agains 
whose warlike propensities democracy founded the League to save 
itself. 

In Geneva those who have been growing up with the League are 
not disheartened. They do not even look upon themselves as 
heroically fighting a losing cause against great odds. They are 
confident that they are on the winning side, that in the things that 
win political steeplechases the odds are overwhelmingly in favor of 
the League horse and that he is doing better at this stage of his race 
with nationalism than might be expected from the past performance 
of his jockey, Man. 

* * * 


The League remains a hero to its own valets. It is most of all an | 


indomitable hero to those who are closest to it, who have served it 
longest, studied it most critically. Those who come to Geneva as 
skeptics almost invariably become more and more sympathetic the 
longer they remain, and their criticisms turn more and more from 
the League’s covenant to the League’s members. Can one help 
thinking there is something true and enduring in an institution that 
needs only to be known by honest, intelligent men and women of no 
matter what class, country or color to win them over to it? 

Almost equally reassuring to the friends of the League in Geneva 
is that the attacks come from men who have never studied the 
League at first hand. Borah, Johnson, Hearst, Hitler, Lloyd George, 
Mussolini, Poincaré—every one of them professes to love peace, and 
not one of them has taken even the trouble once in thirteen years 
to set foot inside the only building where mankind has ever joined 
in working, day in and out, for peace. 

The answer to the savage critic is merely to ask him how much 
time he has given to studying this experiment on the spot. The 
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friends of the League here do not pretend it is above criticism, nor | 


do they lack ideas for strengthening it; but they wonder if one should 
not take with a bit of salt the criticisms of those who avoid putting 
their theories to the test of eye and ear. 

The statement that the League is an organization in charge of 
maintaining Germany in the lowest position is regarded as utter 


claptrap by close students of Geneva affairs. It gets its semblance | 


of truth from the League’s having been founded through a treaty 
which does handicap the losers of the war in many ways. But the 
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fact remains that the Treaty of Versailles is the only treaty in which 
the victors ever promised to disarm; the only one that ended a war 
by establishing any means of keeping peace and promoting coopera- 
tion among nations; the only one that ever provided machinery for 
the peaceful revision of its own mistakes and for the removal of its 
burdens on the vanquished. 

Germany, from the time of her voluntary entry into the League— 
for the covenant part of the treaty was not forced on her—had en- 
joyed more than equality in it, for she had the superior position in its 
council and secretariat that only the great powers enjoy. 

Outside the League, on the basis of arms, colonies and the other 
measures of power under the old order, Germany could not hope to 
achieve equality with Britain and France. In the League the victors 
gave her the cheapest means of achieving equality quickly (his- 
torically speaking) even in arms—for if the League process of leveling 
down is slow, even slower is the armaments race process of building 
up to the level of those who start with a million-ton advantage in 
warships or tanks and cannon. 

In the League, moreover, the victors gave Germany a new means 
of dominating not only European but world politics. Five years’ 
observation has convinced the writer that any great power with a 
genuine peace policy can easily swing the League’s dominating mass 
of neutral opinion and build up far more voting strength for removing 
the injustices of Versailles and other treaties than France and 
England can for maintaining them. 


* * * 


But Germany’s policy in Geneva has not been such as to persuade 
impartial opinion that her peace policy is genuine. In,seven years 
asa League member the only important initiative Germany took for 
organizing peace was Stresemann’s proposal to strengthen the Coun- 
cil’s means of preventing war. That led so rapidly to the signing of 
aconvention to this effect as to show what Germany could do in 
getting action through the League with a peaceful policy, and what 
she might have done had not Stresemann died. 

What is true of Germany is true of Japan and Fascist Italy, except 
that they have not taken even one important initiative for the 
improvement of the world’s peace organization. Like Germany 
they have been in the League but through their own policy they have 
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formed a foreign antagonistic body in it rather than a smoothly 
working part of it. It cannot accurately be said the League ha 
failed them, for they have never tried even to use its machinery 
loyally. Not one of the three could convince impartial opinion here 
that its peace policy has been genuine. In all the intangible, per. 
meating little things that in time betray real policy, each of them has 
appeared instead to be working more or less against not only the 
League but the basic principle of organized peace. 

This is not to say they have not all helped in some ways to organize 
peace; it is to say this help has been rather a by-product. Thus Italy 
and Germany have urged armament reduction but in a way to 


rouse suspicion that their aim is really to increase their own relative | 


armed power by bringing down those to whose level they cannot 
afford to rise. 

As for the rewriting of the covenant, which they urge, one change, 
the ‘“‘separation”’ of the covenant from the Versailles Treaty, really 
involves rewriting the latter rather than the former—or the dropping 
of the Saar, Danzig and other tasks the treaty asked the Council to 
perform. Although a part of the treaty, the covenant is practically 
so separate from it that a score of neutrals have found no trouble in 
joining the League without accepting the rest of the Versailles pact. 

The other suggestion, that of strengthening the great powers 
against the small ones, means in practice, in terms of peace, weaken- 
ing those that have consistently been on the side of peace in favor 
of the more warlike governments. This ‘“reform’’ could hardly be 
achieved except by conquest. 


* * * 


It would be a profound mistake, however, to think that the three 
militaristic powers are the only ones that have not tried the League. 


Ne arg oer ee 


To blame them for the failure of others to try it is an even greater | 
error; it is to blame the disease for the patient's refusal to follow the | 


doctor’s advice. Nothing better indicates the topsy-turviness of the 
times than the belief that the League is on the defensive, or needs to 
be, or that it is the League that has failed and brought on these hard 
times. A remedy simply cannot fail until it has been tried. 

The talk about the failure of the League, and of the need of restor- 
ing diplomacy to diplomatic channels and giving the great powers 
chance, and all that, is based apparently on the premise that since 
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about 1920 the world scrapped its old diplomatic machinery and 
retired its pre-war diplomats and foreign office officials in favor of the 
League. 

There is no historical basis, unfortunately, for this premise. The 
old machinery has been kept going full blast by the same men all the 
time; every nation has spent more each year on its diplomatic and spy 
services than it has spent on the League since it began; and even 
when the powers have been talking in public and private in Geneva 
they have also been talking in secret through diplomatic channels. 

Yet no one seems to ask where are the results of all this expense 
and activity, or why the diplomatic and secret big-power method need 
be expected to lead the world away from war tomorrow any more 
than yesterday or yesteryear or yesterwar. Ordinarily—at least 
when it does not concern the League—people complain more at not 
earning a nickel on a $1,000 investment than at not getting back 
$1,000 for a nickel spent. 

a * x 

In all this hue and cry about the failure of the League and the 
need of reforming it, the facts remain simple and easy to ascertain. 
Since the League was founded the world has had the choice of two 
prescriptions for assuring security and prosperity to each nation. 
The League prescription for security (and the prosperity that depends 
on security) is, broadly speaking, for each country to join, through 
the permanent League machinery, in agreeing: 


First, that all shall guarantee the territory and independence 
of each against violent change (Article X), the means for revis- 
ing all treaties and achieving any change bloodlessly being pro- 
vided in the League (Articles XI-XV, XIX, X XVI). 
Second, that all shall join forces against any nation that takes 
the law in its own hands (Article XVI). 
Third, that all shall reduce national armaments, in the last 
analysis, to police requirements, international obligations de- 
pending upon “enforcement by common action”’ (Article VIII) 
The other, or nationalistic, prescription treats all this as poison. 
It recommends instead that each nation not merely trust for its 
security solely in its own arms (including geographical, industrial or 
other advantages) but assert its right and duty to be both judge and 
sheriff in its own cause. 

Since the League was founded the world has spent about fifty 
billion dollars on national armaments, fifty million dollars on the 
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League, Court and Labour Office combined, and not one dollar on 
providing an instrument for enforcing international policy. The 
record is precisely what League supporters have consistently warned 
it would be: each nation, bar none, feels even less secure. The 
nationalists are themselves the first to admit the patient is “ near 
death’’—and they make the most of his enfeebled condition to 
persuade him to take even more of their same medicine. But it 
seems it is the League that is expected to be the one on the defensive, 


* * * 


The League’s prosperity prescription has always called for sound 
money based on a stable world standard, budget-balancing, freer and 
freer trade, more and more international neighborly aid in every field, 
The nationalist prescription has called for an increasingly heavy dose 
of economic and financial self-sufficiency. 

Only partly as regards finance has the League prescription been 
tried, and only in a few small, broken-down nations; but it never failed 
to put them on their feet. When the depression came these nations 
turned immediately back to Geneva for more of the same medicine: 
their money is still relatively stable and none of them has had to 
close all its banks. 

Meanwhile the nations in general have been paying many times all 
the gold in the world on nationalist medicine—higher and higher 
tariffs, cheaper and cheaper money, monetary instability, currency 
wars, gold-hoarding, commodity price-fixing and other schemes to 
get rich quick. 

For what the League has time and again denounced as quack 
nostrums the world’s workers have sacrificed $26,000,000,000 in 
wages in three years, its traders $42,000,000,000 in exports and 
imports, its farmers, miners, investors, insurance holders and all its 
hardest working and thriftiest inhabitants countless billions more. 
And it is the League that needs to apologize! 

Those who have grown up with the League refuse to hang their 
heads or be dismayed. They do not hold the covenant untouchable, 
they do not think it more perfect than the Articles of Confederation 
of the Thirteen American States, and they have no doubt the League 
will evolve on similar lines, for they see it already thus evolving. 
But the real issue raised by the nationalists and seceders from the 
League is not this or that change in the covenant; what they challenge 
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is the soundness and enduring power of the basic Wilsonian principle: 
in union only is there peace and strength and freedom. 

In Geneva history repeats that this was the principle of Lincoln 
before Wilson, and of Washington before Lincoln; that it ended by 
winning over founder States that balked at following Washington 
into the Union and member States that seceded. In Geneva history 
gives no reason to fear either that the American democracy will balk 
forever at following Wilson or that absolute monarchs will kill the 
League by seceding from it. 

* * * 

While the catastrophic sensations that mark the course of na- 
tionalism keep the attention of the rest of the world, those in Geneva 
who have been growing up with the League cannot keep their eyes 
off what to them is its astoundingly rapid progress in quietly under- 
mining the foundations of the dogma of the divine right of nations. 
Never has its sapping been more rapid than since the depression 
began, especially as regards what they deem still to be the key prop 
to the whole edifice of nationalism—American isolationism. 

They see France and England agreeing in October, 1933, to a 
degree of disarmament and German equality that no one thought 
possible in 1929. They find the old, insoluble problem of defining 
the aggressor solved, to the signed satisfaction of eight capitalist 
States, by Soviet Russia, while Litvinoff becomes the dean of great- 
power Foreign Ministers in Geneva. 

They note that Uncle Sam, who in 1929 did not even dream of 
consulting other nations on so domestic a question as the tariff, 
sponsored in 1933 (and through the League) the first tariff truce, 
while even his farmers sent him to Geneva in a move to limit their 
wheat acreage. The same Uncle Sam who ridiculed consultation for 
peace in September, 1931, was found sitting on the League Council 
within a month, and in 1933 renouncing his neutrality rights, agreeing 
that the first League army should restore peace and order in the war 
closest to his Panama Canal, submitting his medicinal needs in nar- 
cotics to Geneva for inspection, ready to let an international body 
come in his territory and investigate his very arms as part of a world 
disarmament treaty. 

If practical realism consists in expecting internationalism to arrive 
faster than this or at one stroke, then the friends of the League here 
are incorrigibly impractical, for it seems to them that this is remark- 
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able progress, and that it is not nationalism, which was always here, 

but the young newcomer, that is advancing by leaps and bounds. 
There is no room here even to catalog the ground they find the 

League has gained on every front in thirteen years—all at the ex. 


pense of the divine right of nations to be above the law—and there is 


no need, for these are but the effects, not the source, of the underly. 
ing reason why they have no fear for the future of the League. Their 


reason is that the League is in tune with its age. 
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PREFACE 


Through the courtesy of the Council on Foreign Relations, Inc., pub- 
lishers of the American quarterly, Foreign Affairs, the Carnegie En- 
dowment is enabled to present to readers of International Conciliation 
the two articles which follow, both of which may properly be des- 
cribed as a distinct contribution to the subject of international trade. 

Mr. Walter Lippmann’s article is not an argument in favor of or 
against self-sufficiency as a policy, but a study of the various forces 
which combine to produce that ideal. 

“Planning International Trade,’’ by Mr. G. D. H. Cole, is more 
objective in tone. Starting with the assumed premise that the free 
trade era is definitely ended, Mr. Cole points out the necessity of 
international planning in the interest of international commerce and 
says that national planning is the first prerequisite. The chief ob- 
stacles in the way of the development of such a system are also dis- 
cussed, and in conclusion Mr. Cole warns that national planning is 
bound to come and calls upon those who believe in international 
solidarity to see that it is used “not for the purpose of bottling up 
each nation within its own frontiers . . . but for the liberation of 
the vast productive energy which is now lying unused all over the 
world by creating a system of organized international exchange on a 
basis of mutual advantage. = 

NicHOLAS MURRAY BUTLER 
New York, March 2, 1934. 
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SELF-SUFFICIENCY: SOME RANDOM REFLECTIONS! 
By WALTER LIPPMANN 


It is apparent that men approach the problem of economic self- 
sufficiency with differing intuitions as to how human societies can 
and ought to be governed. These intuitions are composed of dif- 
fering fears and hopes. Thus those who embrace gladly the idea of 
self-sufficiency are almost invariably, I find, deeply impressed with 
the disturbances which can be caused within a country by uncon- 
trollable forces originating in the outer world and in the undirected 
activity of men. The true believers in autarchy will be found ar- 
rayed, with varying emphasis and even with different objectives, 
against “internationalism” and against “individualism.” 

The simplest of all the reasons why men come to desire self-suffi- 
ciency is the fear of military encirclement and naval blockade: to be 
prepared adequately for war is to have all essential supplies under 
national control and, preferably, within an easily defended strategic 
area. It is easy to pass from this to the fear of economic aggression. 
Self-sufficiency, then, appeals to men as a method of protecting them- 
selves against the vicissitudes of international trade: against imports 
which disrupt domestic industries and vested interests and estab- 
lished occupations; against tariffs in foreign lands which disrupt in- 
dustries devoted to export; against embargoes or monopolies abroad 
which cut off essential supplies or exact exorbitant tribute. 

This does not exhaust the appeal of self-sufficiency. From fear of 
military and economic aggression men pass gradually to a general 
sense that the more they are entangled in an international economy 
the less they are masters of their fate. So they begin to object to the 
international gold standard of the nineteenth century on the ground 
that in so far as it stabilized exchanges it unstabilized domestic prices 
and all economic relationships governed by the price structure. They 
look upon the international gold standard as a circuit through which 
the rise and fall of prices communicates itself to all nations within the 
system of the gold standard. Since this seems to mean that the na- 
tional economy may be violently upset by forces originating in other 
lands, they look rather sourly at the international gold standard. 


1 Reprinted by permission from Foreign Affairs, Vol. 12, No. 2, January, 1934. 
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From this they pass to distrust of international finance: if they are 
a creditor people, they are disposed to feel that the national savings 
should be invested primarily with a view to enhancing the national 
standard of life, rather than with a view to profit abroad; if they are 
a debtor people, they are disposed to resent their dependence upon 
other capitalists, and to feel that foreign capital, though convenient, 
is a danger to their independence and often humiliating to their pride, 

In the next stage of the evolution of the ideal, men take the view 
that in so far as their economy is enmeshed with a world economy 
they are inhibited from experimenting with the possibilities of a more 
just and more stable social order. If industrial and agricultural prices 
are fixed in world markets, if domestic costs must compete with 
foreign costs, if capital can flee from one country and take refuge in 
another, if the national credit is dependent upon the confidence or 
lack of confidence of cosmopolitan capital, the reformer and the 
revolutionist is in chains and hardly dares to act. 

Thus there is a whole spectrum of fears from military blue to revo- 
lutionary red which makes men interested in extricating the national 
economy from the intrusive and the binding forces of interdepend- 
ence. But fears are not the only motives at work. There are also 
hopes. In varying degree those who are disposed to the ideal of self- 
sufficiency believe in the beneficent possibilities of a directed and 
planned social order. The most perfectly planned society is an army, 
and planned societies, whether fascist, communist, or state capitalist, 
all tend to approximate the pattern of military organization: a gen- 
eral staff to do the planning, a hierarchy to command, a rank and 
file under strict discipline. It is then easy to idealize such an order: 
to argue that it would transform the civilian into a civic soldier and 
would endow him with the nobler qualities of the military life: for 
he would work not for profit but in the service of the state; he would 
not indulge in the vagaries of his mind but would think the high 
common thoughts; he would be secure in his status, and the whole of 
which he was a part would be secure because it was disciplined, and 
could therefore be directed without the confusion of debate, of di- 
vided opinion, of private ambition, and of private greed. 

Thus in the logical evolution of the self-sufficient ideal men distrust 
not only extra-national influences but the intra-national anarchy of 
individualism. They distrust foreigners and they distrust the 
individuals who compose the mass of men. On the other hand they 
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have an enormous faith in the capacity of some men to govern other 
men. They believe that some men have the capacity to plan the 
activities of a whole society and then to direct those activities. Their 
faith in the capacity of some men to plan rests, of course, on the 
assumption that all other men will submit to the plan. For nobody 
honestly believes that planning can be carried out consistently among 
free men, that is to say among men who have their own plans for their 
own lives; or that planning, in the full sense of the term, is possible 
where discussion is free; or that a social order can be managed if those 
who compose it are not regimented. In a planned society no liberty is 
tolerable which would delay or hinder the execution of the plans. To 
manage a whole social order according to a central plan, human be- 
havior must be predictable. The planner must know what men will 
produce and what they will consume: the only way to make sure of 
knowing this is to regiment men as producers and ration them as 
consumers. For you can confidently predict how men will behave 
only when you have power to order their behavior. Thus a completely 
planned economy calls for an authoritarian state. 

These, it seems to me, are the broad characteristics of the ideal of 
self-sufficiency. I do not mean to suggest that everyone who is dis- 
posed to embrace the ideal embraces all its implications. I mean 
merely to indicate the boundaries and the main contours of the land 
one enters in opting for autarchy. 

On the other side stand those who intuitively prefer a free inter- 
national economy. Here one finds, it seems to me, two major prem- 
ises. The first is that division of labor is necessary to the maximum 
increase of wealth. This is, of course, the time-honored argument for 
free trade, the revelation of Adam Smith, and all those who possess it 
are, therefore, disposed to regard any interference with the division 
of labor as uneconomic. Even when they assent to interference, either 
on the ground of military, political, or social necessity, they assent 
reluctantly and with the inner conviction that they are sinning 
against the light of economic righteousness. 

But one would be doing scant justice to this philosophy by in- 
sisting that its whole inspiration is the desire to increase material 
wealth. There is another insight here which has a profound bearing 
upon the claims of autarchy. It is an insight into the limitations of 
the human capacity to govern. No one has stated this point more 
cogently than Dr. Benjamin M. Anderson, Jr.: 











98 


The actual direction of industry, the decision whether more 
wheat shall be planted and less corn, or more shoes shall be 
produced and less hats, is not made by the state or by collective 
society, but is left to the choice of independent producers. These 
independent producers make their decisions with reference to 
the state of the markets. . . . If a government of a collective 
system undertakes to regulate the business of a country asa 
whole and to guide and control production, there is required 
a central brain of such vast power that no human being who has 
yet lived, or can be expected to live, can supply it. When millions 
of people are working, each at his own special problem, studying 
his own special market, making his readjustment piecemeal, 
under the guidance of market prices, the problem is manageable. 
If a central brain must do the thinking for all of them, chaosis ! 
inevitable. : 

Here, then, is the central contrast between our present system 
and a planned economy—in the problem of coérdinating the 
economic activities of men and making a social order. Our pres- 
ent system relies upon the unconscious, automatic functioning 
of the markets. A “‘controlled economy” must do it, if at all, | 
by conscious public planning, a central brain guiding, controlling | 
and regimenting the masses of men a : 


The essence of the argument is that the decisions of markets as 
expressed in rising and falling prices are better regulators of human 
energy than any centralized planning authority could be. Those who 
hold this view argue that prices in the market places are in effecta 
continual referendum on what men wish to produce, what they wish 
to consume, where they wish to work, and where they wish to invest 
their savings. They insist that these competitive prices provide a mort 
reliable method of collective judgment on the direction of industry 
than can be obtained in any other way, and they are disposed tore 
sist all measures which interfere with the free encounter of buyers and| 
sellers in the various markets. So they dislike tariffs. They dislike} 
price fixing by government or by pools and combinations. They dis 
like wage fixing by law or by collective bargains. They dislike mone 
tary policies designed to alter or stabilize the price level. They like f 
the international gold standard because it enlarges the area withit 
which prices are competitive. And in theory at least they ought to} 
prefer complete freedom of migration throughout the world. For} 
as Dr. Anderson has put it, ‘the success of this system . . . de-| 





2**A Planned Economy and a Planned Price Level."" Chase Economic Bulletin, July 
1933 
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pends upon the flexibility and the quickness with which readjust- 
ments can be made, and this, in turn, depends largely upon the extent 
to which it is competitive and free from unified conscious control.”’ 
Freedom from conscious control would require not only freedom 
from “planning’’ in the current sense of the term, but freedom from 
tariffs and immigration laws and from almost all forms of domestic 
interference with prices, rates, wages, working conditions. 

Now it is plain that this ideal is not embodied in any existing 
society. Not only are there tariffs and immigration laws, central 
banking policies and credit controls, but throughout the structure of 
industry there operate laws, collective bargains, gentlemen’s agree- 
ments, as well as fixed bonded indebtedness, long term contracts, 
fixed rentals, fixed salaries, which impose rigidity where Dr. Anderson 
calls for flexibility, and inhibit those quick readjustments which the 
success of his social philosophy calls for. Nor is that all. The most 
rigid elements of the existing system arise from the fact that so many 
men prefer to live where they have always lived, and to do the kind 
of work they have always done. The perfectly free economy requires 
perfectly mobile human beings. But in spite of Adam Smith’s revela- 
tion, men cling to their homes and their trades, and have a way of 
becoming highly infuriated when under the pressure of free markets 
they are compelled to move on. The rigidities which have been intro- 
duced into the existing systems, the tariffs, immigration laws, the 
social regulation and the trade unionism, the tendency to make long 
term contracts as to debts, salaries, rents, the efforts to ‘‘stabilize’”’ 
prices—the whole conglomeration of sins against laissez-faire—are 
rooted in the conservatism of the human race, in its resistance to 
quick readjustments, in its dislike of changing its way of life, in its 
unwillingness, in short, to submit to the compulsions of free markets. 

Thus in comparing the ultimate implications of a planned economy 
with those of a laissez-faire economy, the regimentation by central 
authority must be weighed in the scales against the anonymous com- 
pulsions of the markets. “Quick readjustments”’ and “the free move- 
ment of capital and labor from industry to industry”’ must be trans- 
lated into human actualities before one can really understand why 
the resistance to laissez-faire is so general and so profound. One must 
imagine the farmer who is forced to give up his farm in order to effect 
a “readjustment’’; the miner who must find a new trade in a strange 
place; the textile worker who must move on. One must picture to 
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oneself what it means to uproot a family in order to readjust it,—to 
leave a home, to say farewell to friends, to take children out of their 
schools and away from the places where they play, and to wander off 
from warm, familiar things into the cold unknown. Then only can one 
begin to understand why the masses of mankind are disposed to flee 
from the evils they know to evils which, though they may be greater, 
are not yet known. 

And so it may be said, perhaps, that the difficulty of a self-sufficient 
controlled economy would lie in the lack of wisdom for centralized 
direction and the necessity for regimentation; that the difficulty of 
international laissez-faire has been found to lie in the immense human 
resistance which has developed to the consequences of free competi- 
tion. And one may perhaps conclude that, given human capacities 
and human dispositions, the ideal of a planned society, of a competi- 
tive society, are both, in any rigorous sense, incompatible with our 
reality. We must, therefore, it seems to me, look upon these two 
ideals as two poles between which it is necessary to navigate, and as, 
like the poles, both of them interesting to the explorer but exceedingly 
unpleasant as a permanent habitation. The degree to which an ae 
tual social economy, the American economy, for example, should 
and must move toward one or the other of these two ideals cannot 
be deduced from the theoretical pretensions of either of them. The 
course has to be determined by the pressure of preferences among the 
limited choices that circumstances provide. 

For the American economy is obviously not now organized fora 
policy of self-containment. Very important producing interests both 
in agriculture and in industry are adapted to world markets, and must 
face enormous losses and human misery if those markets are per- 
manently lost. Those who argue that the exports of the United States 
are a negligible fraction of the total production are using statistics 
to obscure the realities. To reduce American agriculture to a self- 
contained market would, it is estimated, call for reducing the produc- 
tive acreage by 40,000,000 acres of average land or by 60—70,000,000 
acres of poor land. This is not a negligible readjustment. What would 
be required, in the way of loss of capital and displacement of labor 
in order to reduce American industry to a basis of self-sufficiency, 
I do not know, though it was estimated in 1928 that two and a hall 
million families were dependent upon industrial production for 
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Obviously, only a fanatic would deliberately choose to go through 
the social difficulties of such a vast readjustment in order to attain 
the theoretical advantages of a closed economy. But though the 
American system is not now adapted to autarchy, it is no less evident 
that the world economy is not now adapted to the American system. 
The markets to which the American producers for export are adapted 
have become greatly restricted, partly no doubt because of the emer- 
gency, but in some important part, permanently. It is perhaps pos- 
sible to believe that eventually the foreign trade of the United States 
will be greater than it was in the post-war period; it is impossible to 
believe that it will be composed of the same commodities. More 
particularly does it seem improbable that the United States can hope 
again to export much food, for the secular trend, though perverted 
by the war, is deeply against this trade. Nor does the prospect seem 
promising for a permanent resumption of the mass production of 
consumers’ goods for export. 

Therefore, one must conclude, I should think, that profound re- 
adjustments of capital and labor will be called for quite regardless of 
whether one prefers an open or a closed economy. I strongly suspect 
that the amount of planning, of centralized control, and of regimenta- 
tion which we adopt will be determined by the amount of readjust- 
ment which circumstances force upon us. Secretary Wallace has 
pointed out in public speeches that the choices open to us are these: 
to increase foreign purchasing power in the United States by accept- 
ing at least one billion dollars more imports than we did in 1929; or 
to take from forty to seventy million acres out of production; or to 
take a middle course, admitting perhaps half a billion more of im- 
ports, and returning some land, but not the whole of the forty to 
seventy million acres, to the public domain. The first alternative, 
which is to admit large imports, would throw the main burden of 
readjustment on industry and a lesser burden on agriculture; the 
second alternative would throw an enormous burden on agriculture 
as well as industry; the third, or compromise, alternative would 
distribute the burden. By no one of the alternatives do we escape 
from the necessity of great adjustment. 

I do not know how reliably the magnitude of the readjustments 
can be estimated. The fact that it is so difficult to estimate them tends 
to show how difficult it is to conduct a planned society; yet the fact 
that vast readjustments have to be made, whatever course we pur- 
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sue, shows that for the process of the readjustment much planning 
and much control are bound to be necessary. For it is not conceivable 
that a readjustment in such vast amount can be carried out peace. 
ably by private initiative and by concentrating the losses on the 
individuals directly concerned. 

It seems to me reasonably clear that in the United States the move- 
ment toward a closed and controlled economy derives its main im- 
petus not from a new social gospel but from the necessity of over- 
coming the consequences of agrarian and industrial dislocation. There 
has been no mass conversion from individualism to collectivism. 
Thus far, at least, there are only collective expedients to assist the 
individual farmers and private industry to readjust themselves. It 
may be that these collective expedients will work in such a way that 
they will establish themselves permanently. It may be that they will 
work so badly that they will be discredited. It may be that they 
will work so quickly and so well that they will seem unnecessary, 
I do not see how anyone can know enough to prophesy. The essential 
characteristic of the whole movement is its extreme empiricism, at 
least from the point of view of the mass of the people. There are 
enthusiasts, to be sure, to whom it is the realization of a doctrine, 
But whatever the doctors may think, the patient, that is the nation 
composed of individuals, tests the medicine by its effects. 

So, if at this moment in the autumn of 1933, I had to testify in 
answer to the question: Is the United States passing through a social 
revolution which will bring into being a closed and controlled econ- 
omy?, I should have to answer in some such way as this: The economy 
of the United States is dislocated. Since the economic relationships 
which existed before 1929 cannot for various reasons be restored, 
“recovery’’ involves certain deep readjustments. The system of free 
enterprise has become too rigid and the sense of social obligations 
too acute to permit the carrying out of these readjustments by indi- 
vidual action and individual sacrifice. Therefore, by the logic of the 
circumstances, the United States has been driven to experiment in 
collective control designed to facilitate the necessary readjustments. 
These experiments have their roots in the desire for recovery rather 
than in a popular enthusiasm for the ideal of an authoritarian state 
and a planned economy. They are, therefore, practical expedients 
rather than revolutionary processes. But it is possible that the dis- 
location may not yield to the expedients, thus compelling resort to 
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more drastic ones. It is possible that the expedients may themselves 
deepen the dislocation by inhibiting the free enterprise upon which 
an essential part of recovery depends. It is possible that the expedi- 
ents will seem admirable and equally possible that they will seem 
detestable. 

And therefore the only conclusion that is now justified, it seems to 
me, is that as long as the expression of opinion remains free, it will be 
immediate experience rather than theory which will dictate the course 
of policy. Indeed, the more I reflect upon the problem, the better I 
understand why revolutionists bent upon a radical transformation 
of human society do, and in fact must, begin by abolishing freedom 
of expression. There is no other way in which a complete transition 
can be effected swiftly except by preventing the people from im- 
peding, deflecting, and limiting the change in accordance with their 
experience. 
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PLANNING INTERNATIONAL TRADE! 
By G. D. H. CoLe 


The classical economists of the eighteenth and early nineteenth cen. 
turies rightly regarded international trade as the international form 
of the division of labor. Adam Smith, who began the ‘“ Wealth of 
Nations’’ with his famous chapter on the division of labor as the 
source of the increase of wealth in modern societies, went on explic- 
itly to treat of international trade as simply the extension of the same 
principle to cover the whole world market. Just as within each coun- 
try exchange would be beneficial between one area and another, 
because different areas have different natural or acquired suitabilities 
for the production of different types of goods, so international com- 
merce would be profitable to importer and exporter alike because 
of corresponding differences in national aptitudes for the various 
branches of production. International trade, like internal trade, was, 
in the view of the classical economists, essentially a process which 
would benefit both parties to the transaction and enable the sum 
total of wealth produced over the world as a whole to be greatly 
increased. 

Of course the classical economists combined with this view of the 
beneficial consequences of international commerce the strong opinion 
that it ought to be left utterly unplanned and uncontrolled. Intent 
chiefly on breaking down the barriers which had been put in the way 
of the free development of both internal production and exchange 
and international commerce under the mercantile system, they stood 
for the freedom of production and trade in both the national and the 
international sphere, trusting to the enlightened self-interest of the 
individual entrepreneur to serve, better than any planned system 
possibly could serve, the interests of mankind as a whole. 

Their views, accepted by Great Britain as the basis of her free trade 
commercial policy, and echoed by later British economists, were 
never similarly received without question in other countries. List set 
na- 


up against the cosmopolitanism of Adam Smith's outlook his 
tional system”’ of political economy; and while some continental 
economists, notably in France and Austria, went even beyond their 


1 Reprinted by permission from Foreign Affairs, Vol. 12, No. 2, January, 1934. 
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British mentors in devotion to the principles of laissez-faire, in most 
continental countries economists were divided, and the actual policy 
pursued was that of tariff protection for the domestic producer. 
Nevertheless, even those economists who favored protection in the 
sphere of international trade were usually strong advocates of laissez- 
faire in the sphere of domestic production; and List, equally with the 
free traders, was a strong advocate of international commerce and 
the international division of labor, holding that protectionism was 
only the right policy for a country adapted for the development of 
advanced manufacturing industries, and even so was appropriate 
only until such a country had reached the stage, already existing in 
England, at which it could afford to throw down its tariff barriers and 
trust for its place in the world market to its productive efficiency 
alone. List is in fact the father of the “infant industries” argument, 
and by no means of any form of economic nationalism which sets forth 
protection as in the long run a sound basis for economic policy. 

The free trade economists, however, formulated their doctrines 
when the economic development of the world was far less advanced 
than it is today. Within each country they thought in terms of a sys- 
tem of independent entrepreneurs competing vigorously one with 
another for a share in the market; and they conceived of this system 
as reproducing itself through the intermediacy of competing mer- 
chants in the sphere of international commerce. The first question 
that arises in considering the future of international trade is how far 
their conclusions have to be modified in the light of the enormous 
change which has taken place in the actual structure of capitalist 
industry during the past fifty years. For nowadays within each coun- 
try trusts, combines, and cartels have come to be in many industries 
a recognized feature of the productive system, often encouraged by 
the action of the state, whereas a generation ago they were ostracized 
or even on occasion suppressed. Nor has capitalist combination 
stopped short at national frontiers; a great many of the most import- 
ant combines of today are international, in the sense that their opera- 
tions extend beyond a single country, and sometimes even cover the 
greater part of the world market. 

It is generally recognized that within any single economic system 
the growth of combination profoundly affects the working of the free 
market, by making prices no longer the result of a large number of 
separate bargains between individual producers and consumers, but 
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rather the outcome of a deliberate policy pursued in the light of 
intelligent anticipation of demand by organizations powerful enough 
to control the volume of production and to set upon commodities 
their own prices within the limits of what consumers are prepared to 
pay. These limits even the most highly combined industry cannot of 
course escape; for whether it attempts to regulate prices or outputit 
must in effect regulate them both in accordance with the conditions 
of consumers’ demand. To fix a higher price for a commodity is neces. 
sarily in all normal cases to restrict sales, while to limit output is to 
enable a higher price to be charged. But whichever policy a combine 
pursues, where it is in effective operation the free market no longer 
exists, and the levels of prices and sales are the results of deliberate 
choice by the producing groups between a number of possible alter- 
natives, and not of the uninfluenced higgling of the market. This 
applies even more forcibly in the sphere of international trade. For 
whereas there are often considerable difficulties even for strongly 
organized combines in the way of fixing differential prices to different 
buyers within the national market, combines can to a far greater 


extent differentiate in the prices which they charge between one | 


national market and another. The international combine carries 
furthest of all the denial of the free market and the substitution 
of a regulated system adjusting both supply and demand to the 
anticipated conditions of each particular section of the world market. 

International combines, however, belong to two main types; and 
these two types of combine differ materially in their method of opera- 
tion. The first type is that of a single centrally controlled business 
which is international in its sphere of operations, and sometimes but 
not always in the essential composition of its controlling body as 
well. But in practice combines of this kind tend to be far less inter- 
national, in any cosmopolitan sense of the term, than imperialistic 
They tend, like the great oil trusts, to radiate outwards from one of 
the great industrial countries, establishing subsidiaries and connec- 
tions in other countries without losing the essentially nationalistic 
or imperialistic character of their controlling agency. Thus in cases of 
this type it is common to find one great international combine, closely 
associated with one great country, in keen competition with a second 
combine no less closely associated with another country, or perhaps 
with several others of the same type. Combines of this sort may come 
to agreements one with another limiting the forms of competition in 
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which they will engage, or even sharing particular markets; but they 
remain essentially competing bodies, aiming at expanding their sales 
one against another, and also commonly in sharp rivalry for the con- 
trol of new sources of raw material supply. 

The second type of international combine, best typified by the 
Continental Steel Cartel, is on the surface far more international than 
the great imperialist trusts. But combines of this second type, while 
their composition and control are international, are commonly made 
up of national units, each of which retains its independence within 
the wider body. They are, moreover, usually terminable cartels and 
not fully organized financial unities, and it is quite possible for them 
to fall asunder on account of a quarrel between the national groups 
of which they are made up. They are, indeed, less bodies for the 
establishment of industry upon a cosmopolitan basis than economic 
treaty-making bodies, which aim at the regulation and limitation of 
competition, on terms, between rival national groups. 

It is important to realize that, in spite of all that has been said 
about the progressive internationalization of modern business meth- 
ods, neither of these types of combine really makes for internation- 
alism in any sense calculated to remove or diminish the effect of 
rivalries between national economic groups. It is not really true that 
capitalism is tending to become more international in any sense in 
which internationalism implies diminution of the strength of nation- 
alist forces. Indeed, the very opposite is the case; for the tendency 
is all towards the closer linking up of nationally or imperially or- 
ganized producing and trading units with the governments of the 
states with which they are chiefly connected. Economic nationalism 
has often been written about in the post-war world as if it were a 
special vice of the newly created small post-war states; but in fact it 
goes far deeper than this, and is intimately connected with the im- 
perialist phase upon which capitalist civilization has decisively en- 
tered during the past fifty years. The economic nationalism which 
exists in the smaller states is, indeed, the more disastrous in its effects 
upon wealth in that a small state is necessarily ill-equipped for 
developing within its borders a wide range of industries in such a way 
as to take advantage of the economies of large-scale production. 
Economic nationalism in a small state impoverishes the people of 
that state; but economic nationalism writ large as imperialism in the 
policies of the great states, while it is directly destructive of the oppor- 
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tunities for wealth-making only in a less degree, may be far more 
disastrous if it is the cause of imperialist world wars. 

In a world organized economically and politically as is the world 
of today, there is plainly no prospect at all of a reversion to the free. 
dom of international commerce, in the sense in which it was advo. 
cated by Adam Smith and his successors of the classical school. Arm- 
chair economists may continue to dream of the superior advantages 
of a free trade world; but there is no more chance of their dreams 
coming true than there is that Europe will return to the localized 
economic system of the Middle Ages. The old free trade era has 
definitely gone, and can never be restored. 

Nor can we reasonably wish for its restoration. For the old free 
trade case in international commerce rested on the assumption that 
domestic trade and production would be left to the higgling of the 
market between individual consumers and individual competing 
entrepreneurs. But in these days every country recognizes within 
its own national economy the need for a large measure of planned 
control. Even the most capitalistically minded countries have moved 
with enormous rapidity in this direction during the past few years. 
Germany, the pioneer in this field, was the first to turn from the dis- 
couragement to the positive encouragement of national forms of 
combination; and other countries, more permeated by the free trade 
tradition, were only slower to realize that their national capitalist 
systems were speedily passing out of the phase of competition into 
one of growingly close national combination. Nowadays “trust- 
busting”’ is an obsolete sport, and even the United States, under its 
National Recovery Act, has suddenly reversed its entire policy, and 
turned from an insistence on domestic laissez-faire to a highly devel- 
oped system of national industrial regulation. 

At present, when countries turn from laissez-faire ideas to the 
attempt to regulate their national industrial systems, they commonly 
do this in the first instance largely by means of tariffs or analogous 
forms of control over imports. Tariffs are increasingly supplemented 
by quotas, prohibitions, and systems of importation only under 
license; but the common feature among all these policies is that they 
are endeavoring to guide and regulate national production chiefly 
by imposing restrictive measures on international trade. 

Why does this happen far more readily than the direct regulation 
of the internal productive system? The answer is that it happens 


ore =.= -—« --« 


ae 


an 
na 
reg 





* more 


world 
e free. 
advo- 
. Arm- 
ntages 
lreams 
calized 
ra has 


Id free 
yn. that 
of the 
peting 
within 
lanned 
moved 
years. 
he dis- 
rms of 
> trade 
Di talist 
yn into 
* trust- 
der its 
‘y, and 
devel- 


to the 
:monly 
ilogous 
nented 

under 
it they 
chiefly 


ulation 
appens 


109 


mainly because tariffs and to a less extent the various forms of non- 
tariff protection are known and familiar devices which can be used 
not only without creating an outcry from the property-owning classes, 
but with the support of large sections among them; whereas any 
attempt directly to control production is at once met with the cry of 
“bureaucracy,’’ and often with the allegation that such plans are in 
their essence “‘socialistic’’ and therefore fatal to the rights of prop- 
erty. This is exceedingly unfortunate, for it means that where the 
recognized need for national planning impinges on international 
trade, it does so practically always in a restrictive fashion, and hardly 
ever so as to encourage desirable forms of international exchange. 
Yet clearly if there is to be national planning, there ought to be inter- 
national planning as well, and international planning ought to take 
the form not mainly of restricting the movement of goods from one 
country to another, but rather of encouraging large-scale bargains for 
the exchange of goods wherever these are of such a nature as to be of 
benefit to both parties to the transaction. 

For, although to some extent the scope of international trade may 
be lastingly lessened by the rise in all the more advanced countries 
of much the same range of industries, and although the later develop- 
ments of industrial technique have been such as largely to offset the 
national suitabilities of particular areas for the carrying on of partic- 
ular branches of production, there remains an enormous sphere 
within which national specialization is still desirable, and indeed 
absolutely necessary if full advantage is to be taken of the economies 
of large-scale specialization and standardization of output. Probably 
international trade will not, in the twentieth century, bulk so largely 
in the total economy of any country as it bulked during the past 
century in that of the most developed industrial states, or in those 
agricultural states which had concentrated on specialized production 
for the markets of the industrial countries. But even if this is true, 
the scope that remains open for organized exchange between planned 
national economic systems is very large, and it will be a disaster for 
the world if the problem of international trade is regarded in the 
name of economic nationalism mainly from a restrictive standpoint. 

It is, however, bound to be so regarded until countries deliberately 
and consciously take direct control of the volume and direction of 
national production. For as long as national production is left un- 
regulated, or is regulated only indirectly by means of tariffs and 
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similar devices, there is no possibility of economic collaboration 
between states in any form which is not principally restrictive in its 
effects. One country can of course agree to give tariff preference to 
another; or some form of customs union may be built up between 
neighboring states—though this is for the moment to a great extent 
obstructed by the most-favored-nation clause, which appears in go 
many commercial treaties. There can be “Ottawa’’ Agreements and, 
if the most-favored-nation clause is modified by agreement, ‘‘ Ouchy” 
Conventions, among states. But under present conditions states 
cannot, save in very exceptional cases, come to agreements designed 
positively to encourage trade between them except by taking meas- 
ures definitely designed to exclude trade with some other country, 
Restrictive collaboration is possible, and does occur; direct planning 
for an increased volume of international trade is practically excluded 






































under present conditions. 

The prerequisite of constructive international planning is, we have 
said, national planning. If a state is to place itself in a position to 
make bargains with other countries for the definite admission of cer- 
tain quantities of their goods, it must do this with full knowledge of 
the amount of these goods which it aims at producing within its own 
frontiers. It must therefore have a national plan of production under 
which the available resources of materials, machinery, and man- 
power are definitely assigned to different branches of production, as 
they are under the planning system of the Soviet Union. Armed with 
such a plan, a country knows what it needs to import and is ina 
position to make constructive bargains with other countries for 
procuring these necessary imports in exchange for those com- 
modities of which it is able to produce a surplus for export. It can 
modify its own production plan so as to fit in with bargains into which 
it enters with other countries, deciding to limit its activities in this 
industry so as to expand its production in some other sphere, or per- 
haps to give up producing certain types of goods altogether in order 
to buy them from a country better able, with the aid of its market, 
to make use of the full economies of large-scale production. Such a 
country can make a plan for the full utilization of its own productive 
resources in such a way as to fit in this plan with the largest volume 
of international exchange which national differences of productive 
efficiency make desirable, and which other countries can be induced 
to agree to. At present Russia is the only country which is in a posi- 
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tion to make, with full knowledge, bargains of this sort; and Russia 
cannot in fact make them because there is no other country similarly 
equipped with which they can be made. But if the world is to ad- 
vance at all effectively in the direction of a planned economy, it is 
only on this condition that the advance can be made. States, or 
national economic organizations acting with the full authority of the 
state, must be in a position to make collective bargains one with 
another in the light of a full knowledge of the use which is to be made 
of the national productive resources in accordance with an organized 
and approved national plan. 

Any fully developed system of international planning thus de- 
mands not only national planning as its first prerequisite, but also 
unified control over its foreign trade. Where these two conditions are 
satisfied, tariffs and similar forms of protection, unless they are pre- 
served merely for revenue purposes, become obviously irrelevant. 
For the tariff, like the other forms of protection now in vogue, is 
essentially an instrument for influencing forms of international trade 
which are not under the direct regulation and authority of the state. 
There can be no need on protectionist grounds for a state, or a na- 
tional economic authority acting with the state’s support, to have 
tariffs on the goods which are brought in under its own authority. For 
the extraordinarily uncertain and two-edged weapon of the tariff can 
be replaced by the absolutely certain instrument of the direct con- 
trol of buying as a method of regulating the quantity of goods im- 
ported from abroad. Moreover, the controlling authority will be in a 
position not merely to limit or increase from day to day the quantities 
of foreign goods of any particular type that are allowed to cross the 
frontier, but also to make, well ahead, bulk contracts for the delivery of 
imports which arecertain to be required on account of the nature of the 
allocation of domestic productive resources under the national plan. 

Of course if national planning does come to be the basis of the eco- 
nomic activities of a number of advanced states, it is not likely to 
arise in them all at once unless it comes as the consequence of a con- 
vulsion similar to that which tore up the roots of the old Russia in 
1917. Whether national planning comes elsewhere as a consequence 
of a constitutional socialist victory or as an instrument devised for 
the restoration of prosperity in a country still under capitalist con- 
trol, it is likely to be introduced by stages, and to be applied in the 
sphere of foreign trade not simultaneously to all industries, but 
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gradually, starting with those industries which are most important 
in international exchange and most easily susceptible to methods 
of bulk control. Broadly, from a standpoint of international plan- 
ning, the goods which pass in international exchange can be classified 
in three groups. The first group consists of those foodstuffs, raw 
materials and standardized semi-manufactures which are readily ca- 
pable of quantitative and qualitative measurements, and therefore 
lend themselves fairly easily to processes of collective bargaining lead- 
ing up to bulk contracts for sale. At the other extreme stand those 
finished commodities which are produced in relatively small quan- 
tities, or even individually, for the satisfaction of particular and 
limited demands. This second class of goods includes not only the 
more diversified types of consumption products, but also a high 
proportion of capital goods, and it is therefore of great importance 
in the exchange economy of the more highly developed countries, 
Between these two extreme types of product stands a third group, 
consisting of those manufactured commodities which, while they 
are produced under large-scale conditions, are widely diversified in 
quality and fashion, and therefore less easily regulated than the com- 
modities belonging to the first type. Wheat and coal may be taken as 
outstanding examples in Group 1; ships and machinery and many 
luxury products as typical examples of Group 2, and most textile 
goods, boots and shoes, and other consumers’ bulk lines as typical of 
Group 3. 

When international regulation is taken in hand, each country will 
be disposed, where it can, to begin by planning the production and 
exchange of the commodities which fall within Group 1; for this will 
be by far the least difficult part of the problem. Where countries can 
arrange for the bulk exchange between them of commodities falling 
within this group, it will be easiest to arrive at a system of inter- 
nationally planned exchange. It will not, however, be possible to ad- 
vance very far by this method alone, as to a great extent world trade 
consists not of the exchange of Group 1 products for Group 1 prod- 
ucts, but rather of the exchange of Group 1 products for products 
falling within Groups 2 and 3. If, therefore, the exchange of goods 
between planned economies is to be advanced far, there will have to 
be arrangements for the organized buying and selling of products 
falling within the latter groups as well. The tendency will doubtless 
be in this case to concentrate first of all on Group 3 products rather 
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than on Group 2, because the products in Group 3 are also to a large 
extent standardized and can therefore be made the subject matter 
of bulk systems of exchange. But there will arise also a special ques- 
tion relating to one important element falling within Group 2. For 
some countries which are in a position to export chiefly Group 1 prod- 
ucts will desire to receive in exchange toa great extent capital goods. 
This, for example, is bound to be the position if the United States and 
the Soviet Union enter, after recognition, into any large-scale agree- 
ment for mutual trading. 

The problem of organized international exchange, taken as a whole, 
has two main aspects, that of arranging for the exchange of goods, 
and that of arranging for the necessary payments across international 
frontiers. To the extent to which bulk contracts can be arranged on a 
bilateral basis, at prices agreed in advance, the need for monetary pay- 
ment across national frontiers can be made to disappear bya system of 
crediting the value of the goods exchanged to the account of the seller 
in the currency of the buyer, and then using the money to pay for the 
goods exported under the corresponding bulk contract irvolving a 
reverse movement of goods. But where the exchange is not of bulk 
products under Group I, or perhaps Group 3, but involves Group 2 
products to any considerable extent, the financial part of the exchange 
will assume far greater importance, though it will have to be dealt 
with along the same lines. In this case the country selling bulk prod- 
ucts in exchange for a more diversified range of Group 2 products will 
be able to know in advance how much of the currency of the purchas- 
ing country its exports will command; for it will be possible in the case 
of the bulk exports to fix the price in advance. But it will not be pos- 
sible to have similar fore-knowledge of the exact quantity of Group 2 
goods that this supply of currency can be used to acquire. Accordingly 
there will have to be a system of running credits for each country in 
the banks of the other, worked in such a way as to stabilize as 
far as possible the exchange rates between the two currencies, though 
not necessarily to fix them against the operation of major forces. 
This implies close collaboration between the banking systems of the 
countries as well as between their national trading organizations. 

This whole problem is of course highly technical, and cannot be 
fully worked out until the nature of the proposed exchanges of goods 
has already been determined, at any rate approximately. It is, more- 
over, bound up with the question whether the exchange of products 
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between the two countries is to be an exchange that balances in terms 
of commodity trade, or is to include a large or smaller export of 
capital from the one country to the other. Obviously the entire ques. 
tion of international lending for industrial purposes is closely bound 
up with the organization and planning of international trade, and 
countries entering into mutual trading agreements on a collective 
basis will have to include in these agreements any arrangements 
which they desire to make for the movement of capital from the one 
country to the other, since the failure to take account of this factor 
would speedily upset the financial aspects of their trading relation- 
ship. This means that international planning equally with national 
planning involves the control of capital investment. A country can- 
not have a national economic plan unless it is in a position to guide 
the investment of capital into those industries in which the plan re- 
quires the provision of additional capital resources, and to prevent 
the dissipation of investments in services not scheduled for develop- 
ment under the plan. Similarly, if a system of organized international 
exchange is to be worked out, the planning of the export and import 
of capital obviously forms an essential element which will have to be 
controlled in its proper relationship to the organized movement of 
commodities. 

What are the chief obstacles at present in the way of the develop- 
ment of an organized system of international planning such as I have 
endeavored to foreshadow? First and most obviously, the absence in 
all countries except Russia of any real approach to a planned national 
economy; for, as we have seen, in the absence of this the relation- 
ships between countries in the economic sphere are bound to be 
mainly restrictive, and to aim rather at preventing than at developing 
international trade. What, then, are the obstacles to the development 
of national planning? First and most obviously, the individualism 
of business entrepreneurs, and their continued belief in the merits of 
a system which gives each possessor of productive assets the maxi- 
mum opportunity for the display of his individual “enterprise.” 
This individualist tradition is powerful in the minds of the business 
entrepreneurs in most of the more developed countries, and especially 
in the older industries of Great Britain, among the relatively small- 
scale industrialists of France, and almost everywhere in the United 
States. It is far less powerful in Germany, or indeed in any of those 
countries which have developed industrialization at a fairly late 
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stage, and have thus entered upon large-scale production under 
conditions already dominated to a large extent by the growth of 
trusts and combines. But powerful as this individualist tradition is in 
the older industrial countries, it is being rapidly broken down by 
sheer force of economic circumstances; and it is safe to predict that, 
whether the world economic system is reconstructed mainly under 
socialist or under capitalist auspices, some considerable advance 
away from individualism and towards a planned economy is certain 
to be made. What is doubtful is whether a planned economy intro- 
duced under capitalist conditions can possibly so establish itself in 
face of the powerful vested interests with which it will have to deal as 
to exercise the degree of control over the use of national resources 
necessary to afford a sure foundation for a system of internally 
planned production and trade. 

The danger is that, if a planned economy is introduced under 
capitalism, it will become the prey of powerful vested interests, which 
will thwart the intention of promoting a distribution of the national 
man power in the interests of the maximum welfare, and, instead of 
aiming at the conclusion with other national groups of agreements 
designed to encourage international exchange, will resume the im- 
perialist policies characteristic of the later stages of capitalist develop- 
ment, and press these policies with the added strength derived from 
the closer relationship between the state and the economic order 
which national planning necessarily involves. If this happens, na- 
tional planning, so far from serving as a force for the liberation of 
international exchange and the increase of world production, may 
easily turn into an instrument for the drastic restriction of both. For 
itmay aim at maintaining in the home market a policy of high prices 
by the restriction both of domestic output and of permitted imports, 
and at the same time seek to expand its sales in the world market in 
order to offset the limitation of domestic demand which such a policy 
of high prices inevitably connotes. Under such conditions national 
planning will lead not to the régime of plenty which is now well with- 
in the world’s grasp in view of its greatly expanded productive power, 
but to a perpetuation of scarcity, and to the shutting up of each 
developed country more and more behind a wall of economic nation- 
alism, save to the extent to which the stronger countries are able by 
the methods of economic imperialism to force their way into the 
markets of the weaker and reduce the smaller countries to the posi- 
tion of satellites. 
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There was ample evidence at the World Economic Conference that 
many of the world’s statesmen and leading business men, when their 
thoughts turned in the direction of planned national and inter. 
national trade, considered this far more as a means of restricting 
output and so raising prices by the creation of artificial scarcity than 
as an instrument to be used for increasing the world’s total wealth 
and prosperity. Fortunately, in most cases these plans for the per- 
petuation of scarcity came to nothing in face of national jealousies 
and rivalries too powerful to be overcome—for it is possible to ap. 
plaud the result even while one deplores the reason. The World 
Economic Conference was in fact a powerful object lesson in the 
existing force of national and imperial economic hostilities, and in the 
immense accession of strength which the sauve qui peut of the present 
crisis has given to the forces of economic nationalism. National plan- 
ning in itself affords no way of escape from this régime of national 
isolation. It is an instrument which, like most instruments, can be 
used for good or ill according to the character and motives of the 
forces which control its operation. But national planning on a good 
or on a bad basis is bound to come; and it is for those who believe in 
international solidarity, and in the international division of labor as 
means of increasing the world’s wealth, to use all their efforts to en- 
sure that, when it does come, it shall come under the right auspices. 
This involves that it shall be controlled by those who mean to use it, 
not for the purpose of bottling up each nation within its own frontiers 
in a mistaken belief that it is somehow possible to sell more than one 
buys, and to take advantage of the economies of large-scale produc- 
tion within a nationally restricted market, but instead, for the libera- 
tion of the vast productive energy which is now lying unused all over 
the world by creating a system of organized international exchange 
on the basis of mutual advantage and superseding tariffs and other 
restrictive devices by large-scale arrangements for the collective 
interchange of complementary products. 








